uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

1 . BASIS OF PRESENTATION 

The Annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practices (GRAP). 

The Standards comprise of the following: 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 5 

Borrowing Costs 

GRAP 9 

Revenue 

GRAP 13 

Leases 

GRAP 14 

Events after Balance Sheet Date 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Asset 

GRAP 21 

Impairment of Non-cash-generating Assets 

GRAP 23 

Revenue from Non-exchange Transactions (Taxes and Transfers) 

GRAP 24 

Presentation of Budget Information in the Financial Statements 

GRAP 25 

Employee Benefits 

GRAP 31 

Intangible Assets 

GRAP 104 

Financial Instruments. 
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uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

GRAP statements 4, 6, 7, 8, 10, 11, 12, 16, 27, 100, 101 and 103 have not been implemented since they do not affect the 
operations of the municipality. 

Details of related party transactions are disclosed as per paragraph 27 of IPSAS 20. 

These accounting policies are consistent with those of the previous financial year. 

These accounting policies and the applicable disclosures have been based on Standards Of International Public Sector 
Accounting Standards (PSAS) issued by the International Federation of Accountants-Public Sector Committee, International 
Accounting Standards (IAS) issued by the International Accounting Standards Board, of Generally Accepted Accounting 
Practice issued by the South African Accounting Practice Boards and the South African Institute of Chartered Accountants’ 
Accounting Practice Committee. 


2. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand 

3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

4. HOUSING DEVELOPMENT FUND 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 of 1997). Loans from national and 
provincial government used to finance housing selling schemes undertaken by the Municipality were extinguished on 01 April 
1998 and transferred to a Housing Development Fund. Housing selling schemes both complete and in progress as at 01 April 
1998, were also transferred to the Housing Development Fund. In terms of the Housing Act, all proceeds from housing 
developments, which include rental income and sales of houses, must be paid into the Housing Development Fund. Monies 
standing to the credit of the of the Housing Development Fund can be used only to finance housing developments within the 
municipality area subject to the approval of the Provincial MEG responsible for housing. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

5. RESERVES 

5 . 1 Revaluation Reserve 

A revaluation reserve is created in the event where the values of items of property, plant and equipment are valued up. The 
increased amount of revaluation is credited to the revaluation reserve. Any subsequent revaluations of items of property, plant 
and equipment is charged against this revaluation reserve. 

6. ASSETS 

6.1 PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment, is stated at cost, less accumulated depreciation. Land is not depreciated as it is deemed to 
have an indefinite life. 

The cost of items of property, plant and equipment acquired in exchange for a non-monetary or monetary asset, or a 
combination of monetary and non-monetary assets is measured at its fair value .If the cost cannot be measured at its fair 
value, its cost is measured at the carrying amount of the asset given up. 

Assets under construction are recognised as such and capitalized at the cost incurred as at year end. Subsequent expenditure 
is capitalized when the recognition and measurement criteria of an asset are met. 

The GRAP Standard on Impairment of Assets is applied to determine whether an item of property, plant and equipment need 
to be impaired. Refer to paragraph 14.1 . 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

Depreciation is calculated based on cost, using the straight-line method over the estimated useful lives of the assets. The 
annual depreciation rates are based on the following estimated asset lives:- 



YEAR 

OTHER 

YEARS 

Infrastructure 




Roads and Paving 

30 

Air Conditioners 

5 to 10 



Other Vehicles 

5 

Electricity 

20 

Office equipment 

5 to 10 



Furniture and Fitting 

5 to 10 

Street Lights 

25 

Other items of plant and 
equipment 

5 



Computers and Computer 

Software 

5 


The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the 
difference between the sales proceeds and the carrying value and is recognized in the Statement of Financial Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount, it is 
written down immediately to its recoverable amount and an impairment loss is charged against the Revaluation reserve. 

Depreciation on assets under construction during the year is only provided for once the asset is brought into use. 

6.2 INTANGIBLE ASSETS 

Computer Software is identified as Intangible Assets and is disclosed as such in the financial statements. The intangible asset 
is amortised over a period of five years. Intangible assets are disclosed at cost less amortization in the financial statements. 

7. FINANCIAL INSTRUMENTS 

The fair value of financial Instruments, which include fixed deposits and short-term deposits invested in registered banks, are 
valued at cost, including interest capitalized, at the end of the reporting period. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 


Where investments have been impaired, the carrying value is adjusted by the loss, which is recognized as an expense in the 
period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged or 
credited to the Statement of Financial Performance. 

The carrying value of trade receivables and payables are assumed to approximate their fair values. Trade receivables 
(debtors) have not been discounted as required by IAS 39 since the bulk of the debtors are rates debtors and arrear accounts 
are charged interest on the arrear balance on a monthly basis. 

7.1 ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. The bulk of the outstanding debtors are made up of rates and 
interest raised on arrear accounts over the years. An estimate is made for doubtful receivables based on a review of all 
outstanding amounts at year-end. No bad debts were written off during the year. Amounts that are receivable within 12 months 
from the reporting date are classified as realisable 

The impairment for trade receivables is calculated on a portfolio basis and is based on historical loss ratios, adjusted for 
national and industry-specific economic conditions and other indicators present at the reporting date. 

7.2 TRADE CREDITORS 

Trade creditors are stated at their nominal value. 


7.3 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and with banks. Cash equivalents are short- term highly liquid investments that are held with 
registered banking institutions with maturities of six months or less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with 
banks and investments in financial instruments, net of bank overdraft. 


8 



uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

8. INVENTORIES 

The only inventory held is that of consumable stores. The cost of consumable stores is expensed at the time of purchase. 

9. BORROWING COSTS 

Borrowing costs are recognised as an expense in the Statement of Financial Performance. 

10. REVENUE RECOGNITION 

10. 1 Revenue from exchange transactions 

Service charges relating to refuse removal are recognized on a monthly basis in arrears by applying the approved tariff to 
each property. Tariffs are determined per category of property usage, and are levied monthly based on the number of refuse 
containers on each property, regardless of whether or not all containers are emptied during the month 

Interest and rentals are recognized on a time proportionate basis. 

Revenue arising from the application of the approved tariff of charges is recognized when the relevant service is rendered by 
applying the relevant gazetted tariff. This includes the issuing of licenses and permits. 

Income for agency services is recognized on a monthly basis once the income collected on behalf of agents has been 
quantified. The income recognized is in terms of an agency agreement. 

Finance income from the sale of housing by way of installment sales agreements or finance leases is recognized on a time 
proportionate basis. 

Revenue from public contributions is recognized when all conditions associated with the contribution have been met or, where 
the contribution is to finance property, plant and equipment, when such item of property, plant and equipment is brought into 
use. 

Where public contributions have been received but the municipality has not met the condition, a liability is recognized. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

10.2 Revenue from non-exchange transactions 

Revenue from property rates is recognized when the legal entitlement to this revenue arises. Collection charges are 
recognized when such amounts are legally enforceable. Penalty interest on unpaid rates is recognized on a time 
proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognized when payment is 
received. 

Donations are recognized on a cash receipt basis or where the donation is in the form of property, plant and equipment, when 
such items of property, plant and equipment are brought into use. 

Contributed property, plant and equipment are recognized when such items of property, plant and equipment are brought into 
use. 

Revenue from the recovery of unauthorized, irregular, fruitless and wasteful expenditure is based on legislated procedures, 
including those set out in the Municipal Finance Management Act (Act No. 56 of 2003) and is recognized when the recovery 
thereof from the responsible Councillors or officials is virtually certain. 

11. CONDITIONAL GRANT AND RECEIPTS 

Revenue received from conditional grants and donations is recognized as revenue to the extent that the Municipality has 
complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligation have not been met, a liability is recognized. 

12. PROVISIONS 

Provisions are recognized when the Municipality has a present or constructive obligation as a result of past events and it is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting date and adjusted to reflect the current best 
estimate. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

Bank overdrafts are recorded based on the facility utilized. Finance charges on bank overdraft are expensed as incurred. 

13 LEASES 

Leases for photocopiers are recognised as operating leases and the contractual lease payments are recognised as expenses 
over the term of the lease. 

The hire purchase agreement for the mayor’s vehicle is classified as a finance lease and is recognised as an asset in the 
statement of financial position and the lessor is disclosed as a finance lease obligation. 


14. IMPAIRMENT OF ASSETS 

14.1 Cash Generating Assets 

Cash-generating assets are those assets held by the entity with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Identification 

The entity assesses at each reporting date whether there is any indication that a cash -generating asset may be impaired. If 
any such indication exists, the entity estimates the recoverable amount of the asset. 


Recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use. 
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

Irrespective of whether there is any indication of impairment, the entity also tests a cash-generating intangible asset with an 
indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an intangible 


11 



uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

asset was initially recognised during the current reporting period, that intangible asset is tested for impairment before the end 
of the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from 
the continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the entity estimates the future cash inflows and outflows to be derived from 
continuing use of the asset and from its ultimate disposal and the entity applies the appropriate discount rate to those future 
cash flows. 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the 
current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been 
adjusted. 

Recognition and measurement (individuai asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is charged against the Revaluation Reserve to the extent to a previous revaluation surplus. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the entity determines the recoverable amount of the cash 
generating unit to which the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as a 
cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

generating unit are affected by internal transfer pricing, the entity use management's best estimate of future price(s) that could 
be achieved in arm's length transactions in estimating: 

• the future cash inflows used to determine the asset's or cash-generating unit's value in use; and 

• the future cash outflows used to determine the value in use of any other assets or cash-generating units that are 
affected by the internal transfer pricing. 

Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a change 
is justified. 

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of the 
cash-generating unit is determined. 

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on a 
pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as 
impairment losses on individual assets. 

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of: 

• its fair value less costs to sell (if determinable); 

• its value in use (if determinable); and 

• zero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other 
cash-generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that noncash 
generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable amount 
of the cash-generating unit. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
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Reversal of an impairment ioss 

The entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods 
for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity estimates the 
recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss for a cash-generating asset is recognised against the Revaluation Reserve. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash -generating asset is 
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased 
above the lower of: 

• its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

• The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated 
pro rata to the other assets of the unit. 


14 



uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

Re-designation 

The re-designation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating 
asset to a cash-generating asset only occur when there is clear evidence that such a re-designation is appropriate. 

Non-Cash-Generating Assets 

Cash-generating assets are those assets held by the entity with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Identification 

The entity assesses at each reporting date whether there is any indication that a non-cash-generating asset may be impaired. 
If any such indication exists, the entity estimates the recoverable service amount of the asset. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

Irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generating intangible asset with 
an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by 
comparing its carrying amount with its recoverable service amount. This impairment test is performed at the same time every 
year. If an intangible asset was initially recognised during the current reporting period, that intangible asset is tested for 
impairment before the end of the current reporting period. 

Value in use 

Value in use of an asset is the present value of the asset’s remaining service potential. 

The present value of the remaining service potential of an asset is determined using the following approaches: 
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Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset’s gross service potential. This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the basis 
of such cost, to reflect the already consumed or expired service potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The rationale is that the entity 
would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an overdesigned or 
overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services the asset 
provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for goods or 
services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an optimised basis 
thus reflects the service potential required of the asset. 

Restoration cost approach 

Restoration cost is the cost of restoring the service potential of an asset to its pre-impaired level. The present value of the 
remaining service potential of the asset is determined by subtracting the estimated restoration cost of the asset from the 
current cost of replacing the remaining service potential of the asset before impairment. The latter cost is determined as the 
depreciated reproduction or replacement cost of the asset, whichever is lower. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in a surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non -cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 
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Reversal of an impairment ioss 

The entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods 
for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity estimates 
the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognised. The 
carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment loss. 
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the 
asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating asset 
is adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if 
any), on a systematic basis over its remaining useful life. 

Re-designation 

The re-designation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating 
asset to a cash-generating asset only occur when there is clear evidence that such a re-designation is appropriate. 

15. EMPLOYEE BENEFITS 

15.1 Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
months after the end of the period in which the employees render the related service. 

Short-term employee benefits include items such as: 

• wages, salaries and social security contributions; 
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• short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the 
absences is due to be settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

• bonus, incentive and performance related payments payable within twelve months after the end of the reporting 
period in which the employees render the related service; and 

• non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars 
and cell phones) for current employees. 

When an employee has rendered service to the entity during a reporting period, the entity recognises the undiscounted 
amount of short-term employee benefits expected to be paid in exchange for that service: 

• as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the 
undiscounted amount of the benefits, the entity recognise that excess as an asset (prepaid expense) to the extent 
that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity measures the expected 
cost of accumulating compensated absences as the additional amount that the entity expects to pay as a result of the unused 
entitlement that has accumulated at the reporting date. 

The entity recognises the expected cost of bonus; incentive and performance related payments when the entity has a present 
legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation can 
be made. A present obligation exists when the entity has no realistic alternative but to make the payments. 

15.2 Post-employment benefits: Defined contribution plans 

When an employee has rendered service to the entity during a reporting period, the entity recognises the contribution payable 
to a defined contribution plan in exchange for that service: 

• as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid 
exceeds the contribution due for service before the reporting date, an entity recognise that excess as an asset 
(prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 
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• as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 

16. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that 

is not in terms of the conditions of an allocation received from another sphere of government, municipality or organ of state 
and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act No. 56 of 
2003), Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

17. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of 2003), the 
Municipal System Act (Act No. 32 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
Municipality’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

18. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have been avoided had reasonable care 
been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

19. COMPARATIVE INFORMATION 
19. 1 Current Year Comparatives 

Budgeted amounts have been included in the annual financial statements for the current and previous financial years 
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19.2 Prior Year Comparatives 

When the presentation or classification of items in the annual financial statements is amended, prior period comparative 
amounts are reclassified. 

20. RELATED PARTIES 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of the constitutional independence of the three spheres of government in South 
Africa, only entities within the national sphere of government are considered to be related parties. 

Key management are those persons responsible for planning, directing and controlling the activities of the entity, including 
those charged with the governance of the entity in accordance with legislation, in instances where they are required to perform 
such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the entity. 

Only transactions with related parties where the transactions are not concluded within normal operating procedures or on 
terms that are not no more or no less favorable than the terms it would use to conclude transactions with another entity or 
person are disclosed. 
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